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HELD NON-TAXAB- LE

U. S. Supremo Court Decides,

5 to t, They Are Not '

Hcnlly Income.

LOSS IS an Qhioan would ham
j egg8 at o'gjQ tle

Hull Believes
(

JtulinfT Will Cost Govern-

ment Hundreds of Millions.
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Court y held by u C t . -
-

I IUUW
dfclHlon that thp redfrni uovemmem
ennnot tax stock dividends na Income
detplte the Income tnx amendment tf?

tho Constitution. Sections of Article I.

of tho Constitution prevents such taxa-

tion. It was held.
That section of tho 1910 Income tax

law iiBSCBslnj ns Income such dividends
declared by Corporations out of excess
turnings since March 1, 1913. was de-

clared by tho court to bo unconstitu
tional. Similar provisions are contained use nnd benefit : on tho overy
in micr revenue iaw una uecinion uollar of Ills original Investment, to
enn be held eliminate these sections
also.

As a result of tho decision the Gov-
ernment must refund millions of dollars
In taxes collected on stock dividends.
The amount probably will exceed

for the years 191" and 1918. the
Treasury Department recently Informed
Itepresentatlve Loncworth (Ohio), but
because of complicated nature of Income
tax returns, ofllclnls of tho bureau of
internal revenue stated they
could make no definite estimate of the
Amount the Government Jjiust refund.

Tho decision swept aMde all conten-
tions of tho Government, with the ex-

ception that tho court declared If stocK
dividends are sold and the holder real-
izes a profit "touch profit like any other
Is Income, and so far as It may have
nrl.cn since tho Sixteenth Amendment Is
taxable by Congress."

How Jimtlce Were Aligned.
Flvo to four decisions are becomlnsr

fl'ilto prevalent In the court on decisions
of vital interest to flnanoe and business.
Thoso who formed the majority y

were Justice White, Associate Justices
McKenna. Pitney, Van Dcvanter and
McReynolds. Justices Holmes and Day
dissented on one ground and Justices
Brandels and Clark on another.

leading Democrats who wero respon
sible in largo measure for Income tax
legislation wero astonished Tho revenue of 1916 as It
decision. omc declaring It largely nulll
fled the Income tux amendment to tho
Constitution.

Koprescntatlve Hull (Tenn.) said the
decision gavo rich corporations and
stockholders opportunity of evading tax
ation to a large extent and throwing
the hurden on poor people and made
possible the evasion of hundreds of mill-
ions nf taxes. With tho declaration by
the court that taxation of stock divi-
dends Is unconstitutional, notwithstand-
ing tho Sixteenth Amendment, Congress
leaders doubted If there was any legis-
lative step now by which the same pur-
pose could be effected. Likewise It was
feared that aConstltutlonnl amendment
on the point might not etand.

The case just decided was appealed
to the Supreme Court 'by the Government
after Myrtle H. Macomber obtained a
similar decision from tho Federal Dis-
trict Court for tho Southern District of
New York. Lai go financial Interests
made a test of tho case and employed
Charles E. Hughes as chtet counsel. The

In- - i ' . ,!.. i r 'inriiK sauc im menus in issue were
1,100 shares of Standard Oil stock on
which a tax of $1,367 was assessed and
paid under protest. These dividends were
part of a Kecalled "largo melon" cut
by the oil company. The Issuanco of
stock dividends has been quite common
fllnco and many large sums of war
rrofits were disposed of this way.

Construction of Income.
The majority opinion was emphatic

In its declaration that the word "In-
come" tho amendment and the law
rould bo construed in no other way;
whllo Justice Brandels his dissenting
opinion declared tho word "income"
should be construed "as the people of
tho United States general believe It
Fhouid mean and not solely on the
ttrprctatlon nf lawyers."

Tho court hold that the onlv nucstlon
to decide was what was i dividend
capital or dividend and intimated that
the fact that this system waa used to
evade taxation could not enter Into a
Judicial determination. With this view
Justices Brandels and Clarke differed
arsertlng the question be dceldcl
on "the much broader ground of public
interest, with due regard for the law."
The dissenting opinion of Justices
Holmes and Day was based on the
ground that the court misinterpreted
ine meaning the words stock dlv
dend, and that clearly a dividend
and taxable,

One of points raised by the ma.
lority was that nothing moro clearly
Miowed that a stock dividend Is not
Income than tho fact that to pay a tax
on such a dividend one would have to
eii other stocks or obtain revenue from

oilier sources.
"The essential and controlling fact.''

said the majority opinion. Is that the
ftocltholder has received nothing out of
'tie companys assets for his separate
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contrary,

Ccthcr with whatever accretions ind
accumulations have resulted from em-

ployment of his money and that of the
other stockholders In tho business of
tho company, still remains tho property
of the company und Hubjcct to burlnes3
risks which may result In wiping out
the entire Investment.

"HuvInK regard to tho very truth of
the matter, to substance, and not to
form, ho has received nothing that An-

swers the definition of Income in the
meaning of the Sixteenth Amendment.

"Wc are clear that not only docs a
stock dividend really take nothing from
the property of the corporation and add
nothing that or the shareholder, but
that the antecedent accumulation of
profits evidenced thereby, whllo indicat-
ing that tho shareholder is the richer
becauso of increase of his capital
tho same time, shows he has not realized
or received any Income In the

Svreeplnsr Effect Shown
Tho sweeping effect of the decision is

shown by the following
"Thus from every point of view we are

Drought irresistibly to the conclusion
that neither under the Sixteenth Amend
ment nor otherwise has Congress
thorized 'o tax without apportionment a
true stock dividend made lawfully and
In good faith or the accumulated profits
behind It as Income of the stockholder.
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Imposes a tax On the stockholder be
cause of such dividend violates tho

of Article 1. section 2, clauso 3 ;

and Article 1, portion 9, clause 4, of the
Constitution; and to this extent is in-

valid notwithstanding the Sixteenth
Amendment"

FALSE STOCK TAX

SHIT FLASH COSTLY

Continued from First Page.

with these stocks, suddenly were knocked
In the head. Their holdings were liqui-

dated quickly, as were thousands of
shares which had been purchased within
recent days, since the market has started
to Improve. ,

Truth In Twenty Minutes.
Here and there througnout the dis-

trict a few commission houses began to
get sceptical of the news reports and
hastily got Into communication with
Washington. A largo news gathering
agency which had awaited tho comple-
tion of the decision before sending out
its report sent out the correct one. This
was at 1! :30 o'clock, and In the Interval
between the first reading of the re-

porters wrong guess and the correct re-

port rjuch water had gone over the
wheel and any number of speculative
accounts wiped out.

As a commission house, here and there,
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ascerUlned first hand that tho decision
was favorable to the corporations Instead
of unfavorable, and a the, floor traders
learned the truth of the decision, senti-
ment turned squarely about. Within a
tpaco of five minutes tho market was
turned from a bear rampage Into--a wild
bull advance.

Possibilities 'In such stocks as rolled up
great surpluses during the war and
which now may dlotrlouto this surplus
In the nature of stock' dividends were
realised fully. Orders to buy stocks "at
the market" flooded Wall Street Hears
tried to stem the tide for a while, but
wero carried under by the overflow' of
orders and stocks all along the line went
up by leaps and bounds. To add to the
day's excitement, another Supremo Court
decision, In which It was ruled that val-

uation of the railroads Is to bo at pres-

ent Instead of the cost value, was an-

nounced. The rallB started up with the
Industrials and held most of their gains.

Ticker Ten Minutes Behind, .

Tight money, the possibilities of ex-

port embargoes, warnings of the Federal
Ileserve Board everything was forgot-
ten In tho mad rush to buy stocks yes-tord-

afternoon, and the day's turnover
exceeded 1.700,000, the largest single
day's business this year. A total of
400,000 shares wero bought and sold In
the last hour, nnd the ticker was moro
than ten minutes behind the market at
the close.

The market had been oversold heavily.
The tremendous demand for Btocks,
therefore, came mostly from the short
Interest, who saw In the extraordinary
advances their profits of the long de-

cline go over ' tho boards. As an In-

stance of the necessity of covering the
"shorts" In the market experienced they
bid General Motors up more than 40

nolnt. Crucible Steel 37, American
Woolen 10, United States Bubber 10Vr
nnd Chandler 14 In tho wild scramble to
get stocks.

Commission houses were obliged to
call customers right and left for more
margins when the Incorrect version of
the decision camo out The customers
of houses out of New York and those In
the braitch offices uptown and In other
cities wero particularly unfortunate in
the mlxup. For when the decision wns
printed In their ofilces, far away f:om
tho market, they r.aturally sold stocks
short. By thn time they recovered their
eao br um the market had turned tno
other way and was from 10 to 10 points
away from them. In such cases now
Ing was to bo done but wlpo the ac
counts off the board.

One Man Clennn Vl
There were some stories of tremendous

Iofscs and gains heard In New and
Broad streets after the close of the mar
ket. One particularly lucky Individual.
on but fifty shares of General .Motors,
closed tho day with a net profit of
$14,000. He sold out Just before the
close and starts for ralm Beach this
morning. Any number of $10,000 and
120.000 losses wero reported in the mar
ket, and Wall Street as a whole declared
tho season open on r.cws reporters who
jump at conclusions.

Stock Exchange authorities expressed
genuine concern over the action of the
market Complaint rolled In on them
from all sides. "What can wo do' about
It?" was their reply. "'If anybody can
suggest a way by which we may
straighten out the tangle we will be clad
to hear him." All sorts of wild Ideas
vere suggested, ono of them being that
alt Stock Exchange transactions of the
day be cancelled, and that prices which
ruled at eleven A. M. yesterday be taken
as opening prices. This, of
course. Is out of the question.

A few other cases like yesterday's
error have occurred m tho history of
Wall Street In one of them an error
was made In tho dividend on Burlington.
An old trader yesterday recalled thn time
the Agricultural Department sent out an
Incorrect report on the corn crop. The
consensus appeared to be last night that
If a stockholder mode money In tho mar-
ket yesterday he could ascribe It to good
luck and the Supremo Court. If he lost
money and was wiped out In the classic
of the A. E. F., lie merely was out: of
luck. .

White Slave Dejclilon Stnncl.
Wasiukoton, JInrch S. By refusal of

tho Supremo Court to-d- to review
the case. Federal court decisions hold-tn- g

that the transportation of women
from one State to another in private
automobiles for immoral purposes comes
within the provisions' of the white slave
act will stand.

For Colds, Grip, or Influenza
and as a Preventive, take LAXATIVE
BROMO QUININE Tablets. IjmU fnr U'
GIIOVE'S alcnature on the box. JOc Ait.

GIVES LABOR RULES

FOR NAMING BOARD

I. C. 0. Divides Railway Work-

ers Into Thrco Groups to

Nominate Members.

NO TIME FOR HEARINGS

All Nino to Bo Selected in 30

Days and Approved,

by Senate

KteeitX to Tns Sut no New Tosic nruin.
Washington, March 8.-- Tho Inter

stato Commorco Commission, In regula-

tions Issued prescribed the method

of making nominations for tno Ital)road

Labor Board created by the recent trans-

portation act to settle nil railway wago
questions and disputes In tho transporta-
tion service.

Tho railway employees aro divided
Into threo great groups by unions, and
nominations for the labor representatives
ore to be made by these groups. This
method wns selected by the commission
because nominations must be In within
thirty days, and thero Is no opportunity
for affording hearings on tho nomina-

tions or consulting all employees of the
railroads. It Is set forth that tho or-

ganizations named for nominations are
thoso recognised ns representing at least
90 per cent of employees. Nominations,
for the carriers nre to be made by the
associations of railway executives, as
representing the roads.

Becaueo of the shortness of time for
nominations the commission declared It
would not nttcmpt to consider at this
time nominations of subordinate officials.

While the labor unions are grouped for
nominating purposes, this grouping docs
not, It Is said, mean n division of repre-

sentation.
The board Is to have ntne members,

threo representing tho employees, three
the carriers and three named by the
President, representing the public. The
railway unions and the executives are to
select not less than six nominees and
with the three" named by the President
they must be confirmed by the Senate.
Subordinate olllclals aro not to be repre
sented because Interpretation or mo
meaning of the phraso "subordinate off-

icials" must be mado after hearings at
which employees, officials and subor-

dinate olllclals are to have opportunity
of expressing their vlews'as to the class
of men who come within the delineation.

The regulations state:
Ssteial to Tui Sl'N wo Nxw .Tok Build.

Chicago. March 8. Representatives
of 378,000 railway workers In the United

Mr.

IMPORTANT SALE
AT THE

'vimmims

ART GAn

Tomorrow (Wednesday)
Afternoon at 2i30 o'Clock

The Collection of
Mr. Enrique L. Heniot

A WRIA-KNOW- ANTIQCAIIT
OI- - SOUTI1 AMERICA

Egyptian! Roman and Venetian
Glass, Tanagra Terra-Cotta- s, Ivory
and Wood uarvlngs, Koclc Crystal
and Enamels, Chinese and European
Porcelains and 18th Century

On Free View 9 A.M. to 6 P.M.

The Sal Will Be Conducted by
Mil. THOMAS E. KIRBT

and his anil. tints,
Otto Kernel and Mr. If. II. Park.

AMERICAN ART ASSOCIATION,
Managers.

2, 4 and O East 23d St., Madison Sq. South,

FOR SALE
Up-to-da- te Bed Feather Plant

Up-to-da- te bed feather works, conveniently situ-
ated in the State of New Jersey, with private railroad
siding, started by leading European concern in feather
trade, could be transferred to American purchaser,
in view of present rate of foreign exchange, provided
that a satisfactory basis can be found between pur-
chaser and above concern, which has its own long
established buying branches in Southern, Central and
Northern China and Southern Russia, for a continued
cooperation by means of a supply of raw material to
purchaser.

Works are equipped with complete purifying
plant of modem and approved system, which is unique
of its kind in America. Works comprise factory build-
ings, storage sheds, artesian weils, power station with
150 H. P. electric plant, and cost about $165,000
under .contracts made in 1918 and early 1919.

Value of very favorable stock of China feathers at
today's market prices amounts to about $225,000.00.

The factory has been working about twelve months
and prospects are particularly promising, sufficient
orders having been booked to keep works going to
full capacity for a long time ahead.

Intending purchasers possessing necessaiy capital
and able to furnish satisfactory references can obtain
further particulars upon inquiring through Mr. John C.
Prizer, counsel of company,, care Barry, Wainwright,
.Thacher & Symmers, 59 Wall Street,; New York City.

. r rj
Brotherhood of Maintenance antf Wajf.
men nrm Hallway Laborers voted to-d-

to remain on their Jobs and glye the
nutT uor uoaru a cnance 10 pujusi
their wages.

After five days of conference the 360
representatives under the leadership of
J. J. Karnam, vlcc-tran- d president, de-

cided to jo alone with tho other four
organizations who are asking similar
wago Increases for their members.

N. Y. BANK CLERK
HELD IN WINNIPEG

Disappeared From Battery
Park Along With $3,400.

Sandford Henry Pollett, 19, of 825
Fulton Htreet, Brooklyn, a former clerk
at the Battery Park National Bank, 8
Broadway, Is under arrest In Winnipeg-- ,

Canada, according to a telegram re-

ceived from the Winnipeg police yester-
day, He Is alleged to have stolen $3,400
from tho bank. Charles Bevans of 260
St James place, Brooklyn, was arrested
with Toilet and Is held us an accessory
after the fact. Each of the men had a
large roll of money when arrested.

A. II. Merry, cashier of the bank, raid
yesterday that I'ollet, who had worked
for the bank for two years, disappeared
February 28.

$1(00,000 Daranicea Demanded.
A summons demanding $500,000 dam-

ages won filed In the Supreme Court yes-
terday by Harford T. Marshall, an at-
torney. In behalf of Marvelle Cooper
Brlco against Hugo Cuiillffe Owen. Mr
Marshall has not yot filed a complaint
and he declined to explain the nature
of the action, or glvo any Information
yhout the parties.

V

PAN-GERMAN- S PRAISE
HINDENBURG SCHEME

Favor Him for President as
One Man to Unite People.

BEnM.v, March 8. The announcement
that Field Marshal von Hlndeiiburg had
consented to become a candidate for the
aerman Presidency was conspicuously
featured In tho conservative and Pu-- (

aerman newspapers, which are unani-
mous In designating him as a "non-politic- al

and nonpartisan" aspirant fdr
the ofllco und' tho one man able to re-

unite 'the German people.
With ilia exception of Vortcnerls, the

liberal Journals have not yet expressed
themselves on the Hlndenburg candl.
dacy. This organ of the Majority So
cialists, however, is outspoken in de-

claring It "the biggest of all the stu.
pldltles committed by Hlndenburg under
the Influence of Helffcrich' and Luilen-dorff- ."

It classes the Field Marshal as
tho foremost oxponent of tho military-civilia- n

rasle and nrcdlcts that hla ele
vation to the Presidency would put a
deflnito end "to tho mighty movement
for a revision of tho Treaty, of Ver
sailles, which is dally gaining momen
tum abroad."

Mrs. Ilntlcr to Aid Ilarnnrd Fund.
Tho Barnard College endowment fund

commlttco announwd yesterday that
Mrs. Nicholas Murray Butler, wife of
tho president of Columbia University,
had offered to aid tho aliimnae in (he
campaign for a $500,000 endowment fund
for the college. Others who have become
mombers of the committee arc Mrs. A.
Barton Hepburn and Mrs. Montgomery
Hnre.

Concluding Sessions of the
Famous Mesdag Collection

TO-NIG- HT AT 8:15 O'CLOCK

At the American Art Galleries
Madison Square South, New York

concluding

Tomorrow (Wednesday) Night at 8:15

In the.Grand Ballroom of the Plaza Hotel
Fifth Avenue, 58th to 59th Street

(Admliilon t the riaza by Ticket to Be IUd Free of the M.ui.ert)
When the Important Paintings

AND

Many Antique Tapestries
Will Be Sold

ON FREE VIEW TO-DA- Y, - A. M. UNTIL 6 P. M.

At the American Art Galleries
The Sales Will Be Conducted by Mr. THOMAS E. KIRBY

and fats aiilttanU, AIR. OTTO BEHNET and MR. II. II. L'.UiKC
oi tno

AMERICAN ART ASSOCIATION, Managers
Madison Sq. South, Entrance 8 E. .3d Street. New York.
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44 Esit Hih St.

GEBABD PRODS HIS BIVAIS.

Ha l'olltlel Will Llfn i When
The? Come Out In Opcu.

Bptctnl to Tub Son and Niw Yo- n- Itnun
Chicaoo, March J.

Presidential polltlca will begin to 1 von
up when ono halt tho candidates throw
oft their fear nnd the other halt get off

st m
st

Csrtlta-- I
125 St, t

tha pedestal, on whlclj they Und- - '

tns naltlnc for tho nomination tq b,
handed them on a silver platter." ,fi!'

Jma James W, derard, former AinVv
bnesador aermany and one of the fe.tr
candidates for tlie Democratic nomlntK
tlon who has come In the open,
summed up tho nltuatlon Ut
spoke this afternoon at tho Ircquots''!f'"

w , 'jjni
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Franklin Simon Boys Shops
'

FIFTH FLOOR

Small ijoys'
iring Suits

Of All-Wo- ol Knitted Jersey

$17
Very desirable and very reasonable

.

m
lADEin Middy and Oliver

Twist models, and made
well, which is more to the point.
Even a price like this, we wel-

come the closest scrutiny of the
workmanship, for it is a feature of
our boys' clothing, that quality is

not confined to the higher prices
but is the common, and uncom-

mon, attribute of every garment
we sell. The selection contains
navy blue, Pekin blue, cadet
blue, taupebrown and tan.

Sixes J to 10 years

JtSanWm Simon &Cb.
Fifth Avenue, 37th and 36th

'

Boys' and Children's Haircutting Shop Fifth Floor

UP

As Springlike as a Robin's Note

The Clothes We're Now Displaying

The Brill shops are bursting into bloom. Every day
sees new models, first harbingers of the coming season,
displayed upon our racks. And every one in distinct,
emphatic accents spells Spring.

The lines, the patterns, the fabrics: all unite to form
the figures 1-9-- coats have a slighffullness at
the hips; collars are a trifle longer; lapeli more mod-
erate. Two factors remain the same the quality of the
woolens, the quality of the workmanship. They meet
the same old

Kuppenheimer and Brill Clothes

standards. Our regular customers know what that
means. Thatfs why they're regular customers. Take
ten minutes to look over our new models it's a good
gamble you'll join that loyal brotherhood. . .

Suits and Top Coats, $45 to $135 . r

THE KUPPENHEIMER HOUSE IN NEW YORK
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